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November 3 ,2005

Independent Auditor 's Report

The Officers and Hoard of Directors
The ARC Baton Rouge
Baton Rouge, Louisiana

Members of the Board;

We have audited the accompanying statements of financial position of

The ARC Baton Rouge
(A Non-Profit Organization)

Baton Rouge, Louisiana

as of June 30, 2005 and 2004, and the related statements ot" activities, functional expenses and cash
flows for the years then ended. These financial statements are the responsibility of the Association's
management. Our responsibility is to express an opinion on these financial statements based on our
audits.

We- conducted our audits in accordance with auditing standards generally accepted in the United
States ofAmerica and the standards applicable to financial audits contained in Government Auditing
Standards t issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
f inancial statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of The ARC Baton Rouge as of June 30, 2005 and 2004, and the changes in
its net assets and its cash flows for the years then ended, in conformity wi th accounting principles
generally accepted in the United States ofAmerica.



In accordance with Government Auditing Standards, we have also issued our report dated
November 3,2005 on our consideration of The ARC Baton Rouge's internal control over f inancial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts and
grant agreements and other matters. The purpose of that report is to describe the scope of our testing
and not to provide an opinion on the internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing Standards
and should be considered in assessing the results of our audit,

Yours truly,



The ARC Baton Rouge
Statements of Financial Position

June 30, 2005 and 2004

A s s e t s

2005 2004
Cash and cash equivalents

Unrestricted $415.77] $111.412

Receivables
Accounts receivable

Trade 72,340 51,684
Slate contracts 497,378 283,745
Federal contracts 4,343 35,134

Notes receivable, current portion 2,431 2,234
576,492 372.797

Inventory 13.586 14,722

Property, plant and equipment, net 1.301.990 1,387.226

Investments
Certificates of deposit 64,846 65,508
Fqirity investments 11,482 9,780

76.328 75.288

Notes receivable, net of current portion 38.321 40.736

Deposits 25.04) 19,646

Total assets 2,447.529 2.021.827

The accompanying notes are an integral part of these statements.
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L i a b i l i t i e s a n d N e t A s s e t s

2005 201M
Liabilities

Notes payable - line of credit $148,141 $ 198,121
Accounts payable 122,223 40,258
Accrued payroll 200,628 153,854
Note payable - vehicle 18,089 29,254
Capital lease 10,180 22,014
Accrued pension cost 241.612 276.543

Total l iabili t ies 740.873 720.044

Net Assets
Unrestricted 1,706,656 1,303,783

Total net assets 1.706.656 1.301.783

Total l iab i l i t ies and net assets 2.447.529 2.021.827



Tbe ARC Baton Rouge
Statements of Activities

Years Ended -June 30, 2005 and June 30, 2004

2005 2004
Unrestricted Net Assets

Unrestricted revenue and gains
State contracts $4,680,843 $4,379,558
Federal awards 392,1 i 7 446,825
Program sales and service fees 638,560 586.010
Capital Area Uni ted Way 279,357 301,421
Contributions 95,418 72,427
Investment return 9,484 13,046
Other 52.113 38.180

Total unrestricted revenue and Rains 6,147.892 5.837.467

Hxpenses
Program services

Metro Enterprises - Business 458,954 472,889
Metro Hnlerpriscs - Rehabilitation 755,049 922,829
Harly Intervention Programs 841,410 1,035,723
Respite Care Programs 1,537,941 1,706,463
Vocation Services - Job Placement 443,785 506,808
1 .ouLsiana Career Development Center 3 92,431 200,695
Other 1.049.156 1.037.215

5,278,726 5,822,622

Supporting services
Management, general and other expenses 464.293 435,327

Total expenses 5.743.019 6,317.949

Increase (Decrease) in Net Assets 404,873 (480,482)

Net Assets, beginning of year i.301.783 1.782,265

Net Assets, end of year .1.706,656 1.30K783

The accompanying notes arc an integral part of these .statements.
6
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ro î "
OH —
(O Os
vO Ol
m r-i
•— •—•

rn — i
Os —•
ro_ Os
vo" rvf
iy-i oi
- — ' i — P

r-
vo
rn
vo'
m

fO
oi
vo"

O CO
01 ~

co
oi

vo 0-
tor-
V0

Ot
r-^
•q-
VO

!
j

1
"*l"ln|

oo"
ro
I1

OS

o
01
O-"
01

1
i

Os
T

f °"
j 0-

f
vo

1

0-
O)
fl
in
ro
•*

1

Ol
I 0)

l*rol
co
oo
in

in

CN
r-
ro
O
•—

^
Os
-0

sfM

CO
0
«>
g
Vl

rol
vO|
t

s1
f-.^_

fO
01
r^
Til
CO

°.i
j1

Os
01
CO
oi
0)

\
]

csii
oo
«!01!
O-i

"*!i

ii

I

.

w>; i3
C
yeu1--S
i/>
4J
trt
4J

64-
o

S
a.

*rt
V.
fc»
4J

c

'iu.̂
w>
*J
O
C
bo
c

i'&P
5
oors
,

CJ
-C
r-

&
C

om

aj

3 .2

C
on

tr
ac



The ARC Baton Rouge
Statements of Cash Flows

Years Ended June 30, 2005 and June 30,2004

Cash Flows From Operating Activities
Increase (Decrease) in net assets
Adjustments to reconcile change in net assets to net

cash provided by operating activities
Depreciation
Changes in operating assets and liabilities

(Increase) decrease in:
Accounts receivable
Inventory
Prepaid expenses
Market value of investments

Increase (decrease) in:
Accounts payable
Accrued payroll
Accrued pension cost

Net cash providedfusedl by operating

Cash Flows From Investing Activities
Purchase of property and equipment, net
Maturi ty of investments
Collections on notes receivable

Net cash provided (used) by investing

Cash Flows From Financing Activities
Proceeds on notes payable - vehicle
Payments on notes payable - vehicle
Capital lease
Payments on notes payable - line of credit

20M 2004

$404,873 ($480,482)

104,659 122,91.1

Net Increase (Decrease) in Cash and Cash Equivalents

Cash and Cash Equivalents, beginning of year

Cash and Cash Equivalents, end of year

Supplemental Disclosure of Cash Flow Information
Cash paid during the year for

Interest

(203,498)
1,136
(5,395)
(1,702)

29,770
(6,449)
(19,646)
(2,646)

81,965 9,426
46S774 (8,666)
(34.931) 134.700
393.881 (2211)821

(19,423)
662

2,218

(16.5431

(30,612)
103 .,613
_ 2.032

75.033

21,600
(1U65) (7,945)
(11,834) (10,106)
(49.980) fl 00.977)

Net cash provided (used) by financing activities (72.979) (97.4281

304,359 (243,477)

111.412 354.889

415.771 1 1 1 . 4 1 2

The accompanying notes are an integral part of these statements.
9



The ARC Baton Rouge
Notes to Financial Statements

June 30, 2005
Note 1-Nature of Organization

The ARC Raton Rouge (Association) formally known as The ARC - Baton Rouge is a nol-for-
proiil organization which promotes, develops, monitors, supports and directly provides services
to improve the well being of people with disabilities and their families from Rust Baton Rouge
and surrounding parishes. Major programs include Infant Habitation Services to assist families
with children through three years of age who have or who arc at risk of developmental
disabilities, providing support/training/services that are needed to achieve self-identified
employment and habilitative outcomes for adults with developmental disabilities, and to provide
special instruction, speech therapy, occupational therapy, physical therapy, nursing services, travel
and transportation, related material and supplies, family counseling and home visits and Child
Specific Property for Infants and Toddlers with Special Needs, for whom insurance, Medicaid and
OCDD funds are not available. Funding to provide these services and programs comes from the
Capital Area United Way Agency and various federal and state contracts and grunts.

Note 2-Significant Accounting Policies

A. Cash and Cash Hquivalcnts

Cash equivalents arc considered to be highly l iquid investments with maturities of three months
or less for the purpose of statement of .financial position presentation. At various times during
the year cash and cash equivalents on deposit with one banking institution exceeded the $ 100,000
insured by (he Federal Deposit Insurance Corporation. Management monitors the financial
condi t ion of the financial inst i tut ion on a regular basis, along with their balances in cash and cash
equivalents to minimi/.e this potential risk.

B- Investments

Investments in equity securities with readily determinable fair values and all investments in debt
securities are measured at fair value in the statement of financial position.

C. Su|Tport_and Expenses

Contributions received and unconditional promises to give arc measured at their fair values and
are reported as an increase in net assets. The- Association reports gifts of cash and other assets
as restricted support if they are received with donor stipulations that limit the use of the donated
assets, or if they arc designated as support for future periods, When a donor restriction expires,
that is, when a sti pulatcd time restriction ends or purpose restriction i,s accomplished, tcmporari ly
restricted net assets are reclassified to unrestricted net assets and reported in the statement of
activity as net assets released from restrictions. Donor-restricted contributions whose restrictions
arc met in the same reporting period arc reported as unrestricted support,

The Association reports gifts of goods and equipment as unrestricted support unless explicit
donor stipulations specify how the donated assets must be used. Gifts of long-lived assets with
explici t restrictions tha t specify how the assets are to be used and gifts of cash or other assets that



The ARC Baton Rouge
Notes to Financial Statements

June 30, 2005
Note 2-Significant Accounting Policies (Continued)

C. Support and Expenses (Continued)

must be used to acquire long-lived assets are reported as restricted support. Absent explicit donor
stipulations about how long those long-lived assets must be maintained, the Association reports
expirations of donor restrictions when the donated or acquired long-lived assets arc placed in
service.

Expenses are recorded when incurred in accordance with the accrual basis of accounting.

^- Uncollectible Reeeivabl.es

The Association considers accounts receivable to be fu l ly collectible; accordingly, no allowance
for doubtful accounts is required. If amounts become uncollectible, they wi l l be charged to
operations when that determination is made.

E. Concentration of Credit Risk

Credit receivables have significant concentrations of credit risk in She governmental sector in the
Baton Rouge, Louisiana area. At June 30,2005 and 2004, the portion of these receivables related
to this sector was approximately 87% and 86% respectively.

F. Inventory

Inventory is stated at the lower of cost or market using the first-in, first-out method.

G. Property and Equipment

Property and equipment acquisitions are recorded at cost. Properly and equipment donated for
center operations are recorded as additions to net assets at fair va lue at the date of receipt.
Depreciation is provided over (he estimated useful life of each class of depreciable assets and is
computed on the straight-line method. Useful lives range from 5 to 29 years.

Expenditures for major additions of properly and equipment arc capitalized. Expenditures for
maintenance and repairs are charged to expense as incurred.

H. Retirement Flan

'flic retirement plan is a defined benefit plan which covers substantially all full-time employees.

'• Income Taxes

The Association is exempt from income taxes under Section 501(c)(3) of the Internal Revenue
Code and is not classified as a private foundat ion.



The ARC Baton Rouge
Notes to Financial Statements

June 30, 2005
Note 2-Significsmt Accounting Policies (Continued)

-'• Grant Contracts

The Association depends significantly on grant contract reimbursements to cany out its program
activities. This revenue is disclosed as program revenue on the statements of activities,,

Grant revenue is recorded as related expenses arc incurred, and reimbursement requests arc
submitted to the grantor agency.

K. Functional Expenses

The Association allocates functional expenses primarily by specific identification of program
expenses which include salaries of personnel assigned to specific programs. However, certain
administrative salaries and related expenses and other general expenses are allocated using
percentages which are adjusted annually. These percentages coincide with grant agreements and
budgets.

L. financial Statement Presentation

The Association has adopted Statement of Financial Accounting Standards ("SPAS") NO. 117,
financial Statements ofNot-for-Profit Organizations. Under SFAS No. 117, The Association
is required to report information regarding its financial position and activities according to three
classes of net assets: unrestricted net assets, temporarily restricted net assets, and permanently
restricted assets. Unrestricted net assets include those net assets whose use by The Association
is not restricted by donors, even though their use may be limited in other respects, such as by
contract or board designation. Temporarily restricted net assets are those new assets whose use
by The Association has been limited by donors to (a) later periods of time or other specific dates,
or (b) to specified purposes. Permanently restricted net assets are those net assets received with
donor-imposed restrictions limiting The Association's use of the asset. The Association does not
have any permanently or temporarily restricted net assets.

M. Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and l iabi l i t ies and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenue and expenses during the reporting
period, Actual results could differ from those estimates.

N. Rcctassifications

Certain roclussificationrt have been made to the prior year's financial statements to conform with
the current year's financial statement presentation.



The ARC Baton Rouge-
Notes to Financial Statements

June 30,2005

Note 3-Investments

Investments in certificates oi" deposits are staled at cost and other investments are slated at market
value as quoted by national publications. At June 30,2005 and 2004 investments arc as follows:

2005 2004
Unrestricted

Investments in certificates of deposit with
maturities from one to two years and
interest rates from 4.0% to 4.8%.

Equity investments - corporate stock 11.482 9.780

Investment income from cash equivalents and investments is comprised of the following for the
year ended June 30, 2005 and 2004.

2005 2004
Unrestricted Unrestricted

Dividends and interest $9,484 $13,046
Net unrealized gains (loss)

Total 9,484 JjJM^

Note 4-Notc Receivable

The Association sold facilities on Wayne Drive for $57,000 in 1995 and financed the sub. Terms
tire monthly installments of $500, and include 9% interest per annum maturing January, 2016.
Maturi t ies of note receivable for the five years following June 30, 2005 are as follows:

2006 $2,431
2007 2,660
2008 2,909
2009 3,182
2010 3,480
Thereafter 26.090

40,752
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The ARC Baton Rouge
Notes to Financial Statements

June 30, 2005

Note 5-Propcrty and Equipment

A summary of property and equipment at June 30,2005 and 2004, is as follows;
2005 2004

Buildings and improvements $2,174,627 $2,167,627
Furniture and equipment 586,184 577,260
Vehicles 152.729 149.229

2,913,540 2,894,116
Less depreciation to dale 1,931.547 1,826.887

981,993 1,067,229
1 -and 319.997 319.997

Property and equipment, net K301.990 1.3X7.226

Note 6-Line of Credit Agreement

The Association has entered into a standby line of credit agreement with a financial institution
for $200,000. The amount due on the line of credit at June 30,2005 and 2004 was $ 148,142 and
$198.121, respectively, and is classified as notes payable - line of credit, on the statements of
financial position. The interest rate at June 30, 2005 was 6.00%. The obligation is secured by
the building on Kelwood Avenue and is payable on demand.

Note 7-Note and Capital Lease Payable

The Association obtained a vehicle loan in April of 2002 for $19,927 with monthly payments of
$397 for 5 years at an annual interest rate of 7,25%. The balance at June 30,2005 and 2004 was
$7,807 and $11,844, The vehicle is collateral for this loan.

The Association financed three vehicles in September of 2003 for $21,600 with monthly
payments of $681 for 3 years at an annual interest rate of 8.!0%. The balance at June 30, 2005
and 2004 was $10,282 and $17,410. The three vehicles arc collateral for this loan.

h'uture maturities of these notes are as follows;

2006 $11,855

2007 6.234

18,089

The Association entered into a capital lease agreement for the purchase of major air conditioning
equipment in May, 2003. The terms are monthly payments of $1,208 for 33 months at an
implied interest rale of 15.89%, Future minimum lease payments are as follows:

2006
Payments 10,865
Amount representing interest 685
Present value oflease payments 10.1KQ
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The ARC Baton Rouge
Notes to Financial Statements

June 30,2005

Note 7 Note and Capital Lease (Continued)

The assets recorded as capital lease are disclosed as properly, plant and equipment for $35,651,
in 2005 and 2004, The accumulated amortization is included in accumulated depreciation and
is $ 10.619 and $5,526 on June 30, 2005 and 2004 respectively. The amortization oflhe capital
lease is included in depreciation expense.

Note 8-Pension Plan

The Association has a pension plan which covers substantially all of its employees who meet
eligibility requirements, Benefits under the plan are generally based on the employee's
compensation during the highest five consecutive calendar years' salary during the last ten
completed calendar years of service before retirement. The pension plan is funded in accordance
with the requirements of the Employee Retirement Income- Security Act of 1974.

Pension, expense for the years ended June 30, 2005 and 2004 was $95,133 and $300,080,
respectfully.

The following sets forth the plan's funding status and the amounts recognized in the Company's
statement of financial position at June 30, 2005 and 2004 as prepared by Mutual of America.

2005 2004
Funded Status

Benefit obligat ion at June 30 $3,143,663 $3,230,448
Fair value of plan assets at June 30 2.710,224 2.466.443

Funded status (deficit) _ (433,4391 (764.005)

Prepaid (accrued) benefit cost recognized in
the Statement of Financial Position ($241,612) ($276,543)

Change in benefit obligation due to
plan amendments ($739,641) ($ 147,106)

Change due to assumption changes $336,154 ($78,396)

Assumptions as of June 30
Discount rate 5,75% 6,50%
Expected long-term rate of return

on plan assets 8.00% 8.00%
Rate of compensation increase per year 5.00% 5.00%

Other Data
Benefit cost $95,] 33 $300,080
Employer contribution $ 130,064 $ 166,007
Employee contribution None None
Benefits paid $48,535 $139,922



The ARC Baton Kouge
Notes to Financial Statements

June 30, 2005
Expected Future Benefit Payments

The following benefit payments which reflect expected future service, as appropriate, arc
expected to be paid:

Fiscal 06/30/2004
Year Beginning Disclosure

Plan Assets by Category

K q u i t y

Fixed Income

General Account

7/1/2005

7/1/2006

7/1/2007

7/1/2008

7/1/2009

7/1/2010-2014

As of June 30,

Total

$1,060,502.89

1,616,121.32

33,599,05

$

$

$

$

$

$

2005

%

39.13

59.63

1,24

46,000

7,000

122,000

0

49,000

1,479,000

As of June 30,

Total

$986,749.96

1,447,070.35

32,622.64

2004

%

40.01

58.67

1.32

Total $2,710,224.16 100.00 $2,466,442.95 100.00

Expected Long-Term Rate of Return on Plan Assets Assumption

The Expected Long-Term Rate of Return on Plan Assets assumption of 8.0% was selected using
the "building block'5 approach described by the Actuarial Standards lioard in Actuarial Standards
of Practice No. 27 - Selection Economic Assumptions for Measuring Pension Obligations. Based
on The ARC 13aton Rouge's investment policy for the pension plan in effect as of the beginning of
the fiscal year, <i best estimate range was determined for both the real rale of return (net inf la t ion)
and for in f l a t ion based on historical 30 year period rolling averages. An average inf la t ion rate wi th in
[be range equal to 4.0% was selected and added to Ihc real rate of return range to arrive at a best
estimate range of 7.12-9.22%. A rate w i th in the best estimate range of 8.0% was selected.
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November 3, 2005

Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial

Statements Performed in Accordance with Government Auditing Standards

Board of Directors
The ARC - Baton Rouge
Baton Rouge, Louisiana

Members of the Board;

We have audited the financial statements of the

The ARC Baton Rouge
(A Non-Profit Organization)

Baton Rouge, Louisiana

as of and for the year ended June 30, 2005, and have issued our report thereon dated November 3,
2005. We conducted our audit in accordance with auditing standards generally accepted in the United
^tute^nF America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States,

Internal Control Over Financial Reporting

In planning and performing our audit, we considered The ARC Baton Rouge's internal control
over financial reporting in order to determine our auditing procedures for the purpose of expressing
our opinion on the financial statements and not to provide an opinion on the internal control over
financial reporting. Our consideration of the internal control over financial reporting would not
necessarily disclose all matters in the internal control that might be a material weakness. A material
weakness is a importable condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements caused by
error or fraud in amounts that would be material in relation to the financial statements being audited
may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions, We noted no matters involving the internal control over
financial reporting and it operation that we consider to be material weaknesses.



Compliance and Other Matters

As part of obtaining reasonable assurance about whether The ARC Baton Rouge's, financial
statements are free of material misslatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliancc with which could
have a direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audi t , and
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliancc or other matters that are required to he reported under Government AwHiing
Standards.

This report is intended solely for the information and use of management, Board of Directors,
federal awarding agencies, pass-through entities, and the Louisiana Legislative Auditor and is not
intended to be and should not be used by anyone other than these specified parties. Under Louisiana
Revised Statute 24:513, this report is distributed by the Legislative Auditor as a public document.

Yours truly.



The ARC Baton Rouge
Schedule of Findings and Questioned Costs

Year Ended June 30,2005

Summary of Auditor's Results

A. The auditor's report expresses an unqualified opinion on the financial statements
of The ARC Baton Rouge,

B. No importable conditions relating to the audit of the financial .statements are reported
inlhe Report on Compliance and on Internal Control over Financial Reporting Based
on an Audit of Financial Statements Performed in Accordance With Government
Auditing Standards.

C. No instances of compliance material to the financial statements of The ARC Baton
Rouge, whieh would be required to be reported in accordance with Government
Audit ing Standards, were disclosed during the audit.

D. No management letter was issued.



The ARC Baton Rouge
Summary of Current Year Findings

Year Ended June 30, 2005

Findings-Financial Statement Audit

None
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The ARC: Baton Rouge
Summary of Prior Year Findings

Year Ended June 30, 2004

Findings-Financial Statement Audit

2MM-1 Audit Report

Condition
The audit report is to he submitted no more than .six months after the end
of thc fiscal year. The report has been delayed due to the unexpected
.scheduling conflicts with the auditing firm.

Recommendation
Planning and preparations should be made to anticipate circumstances
which would delay reports beyond the required filing date and plan
accordingly.

Management's Response
Management agrees with the recommendation.

Corrective Action
Proper planning and -scheduling wi l l be implemented and monitored to
insure the June 30, 2005 audit report will he filed t imely.

This has been implemented.
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